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CERTIFIED $,NIL . . . 

We have considered your applicatzon for  .tax-exempt s ta tus  under section 
5 01 (c) (3) of the Internal Revenue Code. . . 

The evidence presented disclosed t h a t  your trust agreement ' was entered into in 
****** ***********  on ****  *  ****. . . 

The purposes f o r  which the T rus t  was formed arc as follows: 
lt?his Trust i s  created exclusively fo r  the purpose of establishing a 

scholarship propam for  deserving - high school seniors. The .trustees shal l  
apply the proceeds,.of t h i s  t rus t  t o  defraying reasonable education costs fo r  
s t u d ~ n t s '  who possess the abl:?.ity and' talent  to  benefit from a college 

. , edcl.:';.:?ipn, but who do not have t he  t o t a l  f inancial  means t o  pay for  said 
cslkekk' educatiorz, In awarding scholarships, the trustees sha l l  give absolute .. 

. .  preference t o  the childreri ..of the nephew and nieces of the l a t e  ******  *  
***** : Those nieces and nephews xre: ***** ******* ** *******  , 
************ ******* ******** ** ******** ************ ******** ****** **  
******* ************ * **** *****  * ** ******** ************* * ******* ***** , 
** ******** **** * * * * * * *  * *** ****  ****** ** ******* ********* .. " 

Your ac t iv i t es  consist of selecting and screening scholarship receipients. 
Your income w i l l  be derived f r o m  investments from donations received from 
******  ** ***** . 

Section 501(c)(3) of the Code provides, i n .  part,  fo r  the exemption from 
Federal income tax of organizations organized and operated exclusively for  
charitable, re! igious, sc ien t i f i c  .:r educational purposes, no part  of the net 
earnings of which inures to  the benefit of any private shareholder or'. 
individual. 

, . 

In order to  qualify under IRC 501(c)(3), an organization must be  both 
'lorganizedlt and I1operated1' exclilsivePy for  one or more purposes specified in ' ' -' 

that  section. If the organization Fails t o  meet e i ther  the organizational k i  . ,. 

t e s t  or the operational t e s t ,  it is not exempt. ( ~ e g s .  ' l . ~0 l ( c ) (3 ) - l ( a ) ( l ) )  .: , ' 

The organizational t e s t  re la tes  to the  rules for governing an organization and:, . ' , ,: : . the purposes s ta ted i n  its a r t i c l e s  of organization. The operational test-:....:'. ,, . . ,  ., 
, ... 

re la tes  t o  the organization's ac t iv i t ies .  . , /. ..:. ". 
' .*; . ,.. .f.. 

, ._,. . ., 1' . 



insubstantial  part o f  an org anizationrs ac t iv i t i e s  is not i n  furtherance of 
exempt purposes, the orgmizat ioz  wili not be regarded as exempt. 

Section 1,5Ol(c)(3)-l(d) (1) ( i f )  of the Regulations provides, i n  part,  tha t  a; 
organization is not organized or operated exclusively fo r  9ne o r  more of the 
purposes mentioned in  section 501(c)(3) of the Code unless it serves a public 
ra ther  than a private in teres t .  An organ iza t i~n  may hot be exempt i f  it is 
operated f o r  the bencf i t of private individuals. 

Section l.SO'l(c) (3)-l(d) (1) (ii) of the ~ e ~ u l a t i o n s  provides, i n  part ,  tha t  an 
organization is not organized o r  o rated exclusively fo r  one o r  more of the 
purposes mentioned 3n section 501(c !? (3) of the Code unless it serves a public 
rdther than a private in te res t ,  An organization may not be exempt i f  it is 
operated fo r  the benefi t  of private indivinuals. 

Revenue Ruling 85-175, 1985-2 C. B. 276 s t a t e s  that  scholarship grants awarded 
.under a procedure giving preference to family members or re la t ives  of the" 
t r u s t ' s  grantor are not awarded,on an objective and nondiscriminatory bas is  a s  

,. required by section 4945(g) of the Internal Revenue Code. Y- 

' Like the organization described i n  Revenue Ruling 85-175, your organization 
,,. w i l l  give preference t o  family members of the t r u s t l s  grantor. Article 3 of 

the trust s t a t e s  tha t ,  Itthe t rus tees  sha l l  g**  ******* *  efermce to ,  the 
. .-children of the nephews and niecgs of the la te  ******  ** ***** .If 

',,"!, 
,. , , .*,; , 

i-i ... . 'I7/lerefore, we have determined tha t  yau are not operated exclusively for  
, ' : I  . ~. . .!, r;ducational, chari table o r  other exempt purposes as s ta ted  i n  section 

'" , . 
'--; 501 (c) (3) OE the Code. You also f a i l  to  meet the s ignif icant  involvement 

requirements. t o  be c lass i f ied  as a private operating foundation. 
. . . , 

I :  

&':tian '53.49421b)-1(b) (2)(i) s t a t e s  . tha t  i f  an organization does no more t i h  
se lec t ,  screen and investigate applicants fo r  grants o r  scholarships such 
grants o r  s&olars!iips w i l l  not be ,treated as qualifying distr ibutions made 
d i rec t ly  f o r  the active conduct : 6f the foundation's exempt act ivi ty.  
Theref ore, the  c~gan i za t i on  does ;lot,- make 2q1. t l i fying dis t r ibut ions  within the 
meaning of sec.:.ion 53.4942(a)-31'i) ( Z \ ,  m d  rliqs not q ~ l a l i f y  as an o.perating 
foundation ~inder section 4942 ofi.Che b.terna1 R~>v.?nue Code. 

, . . , 
~ c ~ z & . i : d i n ~ l ~ ,  we conclude that  y,ou . d\? ,not ~ r s k  tb.e requirements fo r  exempt 
sta:i,us under section 501(c) (3)  o f  , thr: code , dni.. propose t o  deny. your request 
f o r  exemption under t h a t  sect.i.<.ii, ... 



You are required to  f i l e  a taxable return Form 1120 or 1041 with the Disrrict 
Director of I n t e n a l  Revenue S rv i ce .  Please send the return t o  the Internal 
Revenue Service, P.O. Box 1680, General Post Off ice, Brookl?p, NY 11202. 

Contributions made t o  you are not deductible by the donors as charitable 
contz lbut :.::is as defined in  secti~n 170(c) of the Code. 

If you do not agree with th i s  determination you may protest in accordance with -. 
the enclosed instructions within 30 days. 

Protests submitted which do not contain a l l  the documentation stated in the 
instructions w i l l  be returned for  corripletions. R 

If we do not hear from you within that  time t h i s "  determination w i l l  be 
considered f ina l  a d  the appropriate State OEficials w i l l  be notified. 

If you do not protest t h i s  proposed determination i n  a timely manner, i t  w i l l  
be considered by the Internal Revenue Service as .! a fa i lure  to  exhaust 
available administrative remedies. Section 7428(b)(2) of the Internal Revenue 
Code ,.provides in part  that "A declaratory judgment or decree under this  
section shal l  not be issued i n  any proceeding. unless the Tax Court, the Claims 
Cgurt,, or the d i s t r i c t  court of the United States for the District  of Columbia 
db termines that  the organization involved has exhausted admillis trat ive 
remedies available t o  it within the 'Internal Revenue Service.ll 
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